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ITEM 5. MARKET FOR THE REGxTlxm?T’S COMMON STOCK AND RELATED SHAREHOLDER 
MATTERS 

Price Range of Common Stock 

Our common stock began to trade on both the Nasdaq National Market V~NNM"I 
and the Bermuda Stock Exchange under the symbol "GBLX" following our Initial 
Public Offering YIPO") of common stock on August 14, 1998 at a per share 
price of $9.50. The table below sets forth, on a per share basis for the 
periods indicated, the high and low closing sales prices for the common stock 
as reported by the NW. 

Price Range 
____.._____--_____________ 

1999 1998 
--____----___ __..------__ 
High LOW High LOW 

___... ___--- _____. ..-__ 

First Quarter.................................. $56.75 $19.25 $ $ _. 
Second ~uareer................................. $64.25 $39.05 $ _- $ -- 
Third quarter (from August 14, 1998)........... $41.88 $20.25 $12.75 $0.00 
Fourth puarter................................. $55.75 $24.81 $23.50 58.63 

The closing sale price of the common stock as reported by the NNM on March 
3. 2000 was $56 7/16. As of March 3, 2000. there were 29.665 holders of record 
Of our CcmmOn stock. 

Dividend Policy; Restriction on Payment of Dividends 

The Company does not anticipate paying cash dividends on our common stock in 
the foreseeable future. The terms of certain of our debt instruments also 
place limitations on our ability to pay dividends. Future dividends, if any. 
will be at the discretion of the Board of Directors and will depend upon, 
among other things, our operations, capital requirements and surplus, general 
financial condition, contractual restrictions and such other factors as the 
Board of Directors may deem relevant. 

Recent Sales of Unregistered Securities 

In 1999, the Company issued the following equity securities that were not 
registered under the Securities Act of 1933, as amended: 

(aI 2.600.000 shares of 7% Cumulative Convertible Preferred Stock at a 
liquidation preference of $250.00 per share were issued on December 15, 
1999 by GCL for net proceeds of approximately $630 million and sold to 
Salomon Smith Barney, Merrill Lynch & Co.. Goldman. Sachs & Co., Chase 
Securities Inc., Morgan Stanley Dean Witter, CIBC World Markets, Donald, 
Lufkin & Jenrette and Credit Suisse First Boston as initial purchasers. 
Each share of preferred stock is convertible into 4.6948 shares of GCL 
~omxmn stock, based on a conversion price of $53.25 per share; and 

(b) 1O,OOO,OOO shares of 6 3/S% Cumulative Convertible Preferred Stock at a 
liquidation preference of $100.00 per share were issued on November 5, 1999 
by GCL for net proceeds of approximately $969 million and sold to Merrill 
Lynch & Co., Goldman, Sachs & Co. and Salomon Smith Barney as initial 
purchasers. Each share of preferred stock is convertible into 2.2222 shares 
'of GCL common~stock, based on a conversion price of $45.00 per share. 

Each-series of GCL preferred stock issued during~ 1999 was resold only to 
institutional investors that are "qualified instituti~onal buyers" within the 
meaning of Rule i44A under the Securities Act of 1933, as amended (the 
"Securities Act") and was issued in reliance upon an exemption from the 
registration provisions of the Securities Act set forth in Section 4(2) 
thereof relative to transactions by an issuer not involving any public 
offering or the rules ad regulations thereunder. 
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0 
Global Crossing selected historical financial information 

The table below shows selected historical financial information far Global 
Crossing. This information has been prepared using the consolidated financial 
statements of Global Crossing as of the dates indicated and'for each of the 
years ended December 31, 1999 and 1998 and for the period from March 19. 1997 
(Date of Inception) to December 31, 1997. 

In reading the following selected historical financial information, please 
note the following: 

The statement of operation* data for the year ended December 31, 1999 
include* the results of Global Marine System* for the period from July 
2. 1999, date of acqui*iZion, through December 31, 1999; the results of 
Frontier for the period from September 30, t999. date of acquisition, 
through December 31. 1999; and the results of Racal Telecom for the 
period from November 24, 1999, date of acquisition, through December 31, 
1999. The Consolidated Balance Sheet as of December 31, 1999 includes 
amounts related to Global Marine Systems, Frontier and Racal Telecom. 

During the year ended December 31, 1999, Global Crossing recorded a $15 
million expense, net of tax benefit, due to the adoption of Statement of 
Position 98-5, "Reporting on the Cost of Start-Up Activities". See the 
"Cumulative effect of change in accounting principles" item in the 
Statement of Operations Data. 

During the years ended December 31, 1999 and 1998, Global,Crossing 
recognized $51 million and $39 million, respectively, of stock-related 
expense relating to stock options and rights to purchase sfwk issued 
during that period which entitle the holders to purchase common stock. 
See the "Stock-related expense" item in the Statement of Operations 
Data. 

On December 15, 1999, GCL issued 2.600.000 shares of 7% cumulative 
convertible preferred Stock at a liquidation preference of $250.00 for 
net proceeds of $630 million. Each *hare of preferred stock is 
convertible into 4.6948 shares of common stock based on a conversion 
price of $53.25. Dividends on the preferred stock are cumulative from 
the date of issue and will be payable an February 1, May 1, August 1 and 
November 1 of each year, beginning on February 1, 2000, at the annual 
rate of 7%. 

On November 24, 1999, we completed our acquisition of Racal Telecom, a 
group of wholly owned subsidiaries of Racal Electronics plc, for 
approximately $1.6 billion in cash. Racal Telecom owns one of the most 
extensive fiber telecommunication* networks in the United Kinsdom. 
consisting of approximately 4,650 route miles of fiber and re&hi& more 
than 2,,DOO cities and towns. 

On November 12, 1999, Global Crossing Holdings Ltd. ("GCW'), a wholly- 
owned subsidiary of GCL, issued two series of senior unsecured note* 
("New Senior Notes"). The 9 l/8% senior notes are due November 15, 2006 

with a face value of $900 million and the 9 l/2% senior notes are due 
November 15, 2009 with a face value of $1,100 million. The New-Senior 
Notes are guaranteed by GCL. Interest will be paid on the notes on May 
15 and November 15 of each year, beginning on May 15, 2000. 

On November 5, 1999, GCL issued 1O,OOO,OOO shares of 6 3/B% cumulative 
convertible preferred stock at a liquidation preference of $100.00 for 
net proceeds of approximately $969 million. Each share of preferred 
stock is convertible into 2.2222 shares of common stack, based on a 
conversion price of $45.00. Dividends on the preferred stock are 
c%mulative from the date of issue and will be payable on February 1, May 
1, August 1 and November 1 of each year, beginning on.Pebruary 1, 2000, 
at the annual rate of 6 3/a%. 

26 

On September 28, 1999. we completed the acquisition of Fronerer, 
CorDoration in a merqer transaction valued at over $10 billion, with 
Frontier shareholders receiving 2.05 shares of our &mmon stock for each 
share of Frontier common stock held. Frontier is one of the largest long 
distance telecommunications companies in the United State* and one of 
the leading provider* of facilities-based integrated communications and 
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On July 2, 1999, we completed our acquisition of the Global Marine 
Systems division of Cable & Wireless plc for approximately $908 million 
in cash and assumed liabilities. Global Marine Systems owns the largest 
fleet of cable laying and maintenance vessels in the world and currently 
services more than a third of the world's undersea cable miles. 

on May 16, 1999. Global Crossing entered into a definitive agreement to 
merge with U S WEST, Inc. On July 18, 1999, Global Crossing and U S WEST 
agreed to terminate their merger agreement, and U S WEST agreed to merge 
with Qweat Communications International Inc. As a result, U S WEST paid 
Global Crossing a termination fee of $140 million in cash and returned 
2,231,076 shares of Global Crossing common stock purchased in a related 
tender offer, and Qwest committed to purchase capacity on the Global 
Crossing network at established market unit prices for delivery over the 
next four years and committed to make purchase price payments to Global 
Crossing for this capacity of $140 million over the nest two years. 
During the year ended December 31. 1999, Global Crossing recognized $210 
million, net of merger related expenses, of other income in connection 
with the termination of the U S WEST merger agreement. 

The '"Termination of advisory services agreement" item in the Statements 
of Operations Data includes a charge for the termination of the advisory 
services agreement as of June 30, 1998. Global Crossing acquired the 
rights from those entitled to feee payable under the advisory services 
agreement in consideration from the issuance of common stock having en 
aggregate value of $135 million and the cancellation of approximately $3 
million owed to Global Crossing under a related advance agreement. AS a 
result of this transaction, Global Crossing recorded a non-recurring 
charge in the approximate amount of $138 million during the year ended 
December 31, 1998. In addition, Global Crossing recognized as an expense 
approximately $2 million of advisory fees incurred prior to termination 
of the contract. 

Global Crossing granted warrants to Pacific Capital Group, Inc.. a 
shareholder, and some of its affiliates for the Pacific Crossing, Mid- 
Atlantic Crossing and Pan American Crossing systems and related rights. 
The $275 million value of the common stock was orioinallv allocated to 
"Construction in progress" in the amount of $112 million and as 
"Investment in and advances to/from affiliates~~ in the amount of $163 
million. See the "property and equipment" item in the Balance Sheet 
Data. The "Investment in and advance to/from affiliates' item in the 
BaIence Sheet Date includes $163 million as of December 31, 1999 and 
1998, respectively, representing the value of the warrants described in 
the bullet point immediately above applicable to the Pacific Crossing 
system. 

Adjusted EBITDA is defined as operating income (loss). plus goodwill 
amortization, depreciation and amortization, non-cash cost of capacity 
sold, stock related expenses, incremental cash deferred revenue and 
amounts relating to the termination of the advisory services agreement. 
This definition is consistent with financial covenants contained in the 
Company's major financial agreements. This information should not be 
considered es an alternative to anv measure of aerfo-ce as 
promulgated under G&W. The Company's calculaEi& of adjusted EBITDA may 
be different from the calculation used by other companies and, 
therefore, comparability may be limited. 
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The selected consolidated financial data as of December 31, 1999. 1998 and 

1997. for the years ended December 31, 1999 and 1998 end for the period from 

9 

March 19, 1997 (Date of Inception) to December 31, 1997, respectively. are 
derived from our audited consolidated financial statements and should be read 
in conjunction with the audited consolidated financial statements and notes 
included in this Annual Report on Form 10-K. 

Period from 
March 19, 1997 

Year Ended Year Ended (Date of Inception) 
December 31. 1999 December 31, 1998 to December 31, 1997 

(In thousands, except share end per share information) 

Statement of operations 
mea: 

Revenue................. 

Expenses: 
cost Of sales.......... 
Operations, 

administration and 
maintenance........... 

Sales end marketing.... 
Network development.... 
General and 

administrative........ 
Stock related expense 
Depreciation and 

amortization.......... 
Goodwill and 

intangibles 
amortization.......... 

Termination of advisory 
services agreement 

Operating loss.......... 
Equity jyincome Iloss) 

Of affiliates.......... 
Minority interest....,... 
Other income (expense): 

Interest income........ 
Interest expense....... 
Other income, net...... 

Provision for income 
taxes.................. 

Loss before 
extraordinary item end 
cumulative effect of 
change in accounting 
principle.............. 

Extraordinary loss on 
retirement of debt..... 

Loss before cumulative 
effect of change in 
accounting principle... 

Cumulative effect of 
change in accounting 
principle, net of 
income tax benefit of 
$1,400................. 

.- Net loss................ 
Preferred stock 

dividends.............. 
Redemption of preferred 

stock.................. 

Net loss applicable to 
common shareholders.... 

$ 1.664.824 s 419,866 $ _- 
___________ ______..... ___________ 

850,483 178,492 __ 

133,202 
149,119 

26,153 

18.056 
26,194 
10,962 

1.366 
78 

210,107 26,303 1,618 
51,306 39,374 -- 

124,294 541 39 

127,621 

-- 139,669 
___________ _.____..--- 

1.672.285 439,591 

(7.461) (19.725) 

15,708 12.508) 
(1.3381 __ 

67.407 29,986 
l139.077) (42, BBO) 
180,765 _- 

(126,539) (33.067) 

__ 
__-__---_-- 

3,101 

(3.101) 

__ 
__ 

2,941 
_- 
__ 

(10.535) (68,194) (160) 

(45.6811 (19.7091 _- 
___________ __--_______ 

(56.2161 187,903) (1601 

.. - 
114,710) __ ._ 

__----__-__ .----: _____ 
(70,926) (87.9034 1160) 

(66,642) (12.6811 L12.690) 

__ l34.140) __ 

$ 1137,568) $ (134,724) S (12,850) 
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Net LOSS Per CcmunOn 

Share: 
Loss applicable to 

CclmOn shareholders 
before extraordinary 
item and cumulative 
effect of change in 
accounting principle 

Basic and diluted....... 

Extraordinary item 
Baeic and diluted.... 

Cumulative effect of 
change in accounting 
principle 

Basic and diluted....... 

Net loss applicable to 
common shareholders 

Basic and diluted....... 

Shares used in computing 
basic and diluted loss 
per share.............. 

Operating Data: 
Cash from operating 

activities............. 
Cash used for investing 

activities............. 
Cash from financing 

activities............. 
Adjusted EBITDA 

S (0.151 

$ (0.091 
____-_--___ 

$ (0.03) 
=========== 

$ (0.27) 

$ /0.321 

S (0.06) 

$ -- 
3=========5 

$ (0.38) 

$ (0.04) 

$ -- 
_____------ 

$ __ 
====I====== 

s (0.04) 
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December 31, 

1999 1998 1997 

Balance sheet data: 
Current assets including cash end cash 

equivalents end restricted cash end cash 
equivalents .............................. 

Long term restricted cash and cash 
equivalents .............................. 

Long term accounts receivable ............. 
Capacity available for sale ............... 
Property and equipment, net .............. 
Other assets .............................. 
Investment in and advances to/from 

affiliates, net .......................... 
Goodwill and intangibles, net ............. 

Total asset6 ............................... 

Current liabilities ......................... 
Long term debt .............................. 
Deferred revenue ............................ 
Deferred credits end other .................. 

Total Liabilities ........................... 
Minority interest ........................... 
Mandatorily redeemable end cumulative 

convertible preferred stock ............... 
Shareholders' equity 

comnwn StnCk ............................... 
Treasury StOCk ............................. 
Other shareholders' equ=ty .................. 
Accumulated deficit ........................ 

Total shareholders' equity .................. 

Total liabilities and shareholders' equity 

_--__---___ . .._______ 
(In thousands) 

$ 2.946.533 

138,118 
52,052 

6,026,053 
661,442 

323,960 
9.557.422 

_.._-_____. 
$19,705,5BO 

$ 1.852.593 
5.018.544 

383,287 
796,606 

8,051,030 
351,338 

2,084.697 

7.992 
(209,415) 

9,578,927 
(lsa.9ssi 

______--___ 
9.218.515 

$19,705,580 
===I=---_-- ___--- 

$ 256.265 $ 90,817 
1.066.093 312,325 

25,325 __ 
3,009 

483,000 

4,328 
(209,415) 

1.067.470 
(88,063) 

774,320 74,121 

$2.639.177 
==sm====== 

$572,197 

ITEM 7. MANADEMErn'S DIscussIoN AND ANALYSIS OF FINANCIAL CONDITION Am 
RESULTS OF OPERATIcm 

Accounting Matters 

During the third and fourth quarters of 1999, changes in the business 
activities of the Company, tcgether with a newly effective accounting 
standard, caused the Company to modify certain of its practices regarding 
recognition of revenue end cosfs related to sales of capacity. None of the 
accounting practices described below affect the cash flows of the Company. 

As a result of Financial Accounting Standards Board (FA.9) Interpretation 
NO. 43. "Real Estate Sales, an interpretation of FASB Statement No. 66" IFIN 
43). which became effective July 1, 1999, revenue from terrestrial circuits 
sold after that date has been accounted for as operating leases and amortized 
over the terms of the related contracts. Previously, these sales had been 
recognized es current revenue upon activation of the circuits. This-deferral 
in revenue recognition has no impact on cash flow. 

With the consummation of the Frontier acquisition on September 28, 1999, 
service offerings became a significant source of revenue. Consequently, the 
Company initiated service contract accounting for its subsea systems during 
the fourth quarter, because the Company, since that date, no longer holds 
subsea capacity exclusively for sale. As a resul:, since the beginning of the 
fourth quarter,~investments in both subsea and terrestrial systems have been 
deprecjated over their remaining economic lives, and revenue related to 
service contracts have been recognized over the ferme of-the contracts. 
Revenue and costs related to the sale of subsea circuits have been recognized 
upon activation if the criteria of sales-type lease accounting have been 

.. satisfied with respect to those circuits. 

During the fourth quarter, the Company's global network service capabilities 
were significantly expanded by the activation of eeverel previouswyannounced 
systems, and by the integration of other networks obtained through acquisition 
and joint venture agreements. With this network expansion, the Company began 
offering its 
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customers flexible bandwidth products to multiple destinations, which makes 
the historical practice of fixed, point-to-point routing of traffic and 
restoration capacity both impractical end inefficient. To eneure the required 
network flexibility, the Company is modifying its standard capacity purchase 
agreement forms and its network management in a manner that will preclude the 
use of sales-type lease accounting. 

Because of these contract changes, and the network management required to 
meet customer demands for flexible bandwidth, multiple destinations, and 
system performance, the Company anticipates that most of the contracts for 
subsea circuits entered into after January 1, 2000 will be part of a service 
offering, and therefore will not meet the criteria of sales-type lease 
accounting and will be accounted for as operating leases. Consequently, 
revenue related to those circuits will be deferred and amortized over the 
appropriate term of the contract. In certain circumstances, should a contract 
meet all of the requirements of sales-type lease accounting, revenue will be 
recognized without deferral upon payment and activation. 

The Company notes that accounting practice and authoritative guidance 
regarding the applicability of sales-type lease accounting to the sale of 
capacity is still evolving. Based on the accounting practices described above. 
the Company believes that additional changes, if any, in accounting practice 
or authoritative guidance effecting sales of capacity would have little or no 
impact on its results of operations. 

Results of Operations for the Yeare Ended December 31, 1555 and December 31, 
1998 

In 1999, the Company completed its merger with Frontier and its acquisitions 
of Global Marine Systems and Raw.1 Telecom. Results for 1555 include 
operations of Global Marine Systems from July 2, 1555, Frontier from October 
1, 1999 and Racal Telecom from November 24, 1955. Due to these transactions, 
the comparability of the Company's results of operations for the years ended 
December 31, 1555 and 1558 is limited. 

Revenue. Revenue for 1555 increased 256% to $1.665 million ae compared to 
$420 million for 1558. The increase in revenue is attributable to the Frontier 
merger and the acquisitions of Global Marine Systems and Racal Telecom. as 
well as growth from our existing business. 

Cost of sales. Cost of sales during 1999 was $850 million (51% of revenue) 
compared to $178 million (43% of revenue) in 1598. This increase is primarily 
attributable to the Frontier merger and the Global Marine Systems and Racal 
Telecom acquisitions. Lower margins are partially due to lower prices of 
capacity sold to customers and wholesale cost of capacity purchased from 
unconsolidated joint venturee iGAL and W-11, the Company's profit on which is 
included in equity in income of affiliates. 

Non-cash coet of undersea capacity sold was $292 million end $141 million 
during the years ended December 31, 1999 end 1958, respectively. For 1598 and 
the first nine months of the year ended December 31, 1599, the Company 
calculated costs of undersea capacity sold for AC-1 based on the ratio of the 
period's actual revenue to total expected future revenuee given a minimum 
projected sales capacity of 1024 circuits (512 circuits in 1998) times the 
construction cost of the system. Beginning in the fourth quarter of 1999. the 
Company began to depreciate its undersea capacity and calculate coet of sales 
based on the estimated net book value of the circuit at the time of sale. 

Operations, administration end maintenance ("W.&W). CA&M for the year ended 
December 31, 1559 was $133 million (8% of revenueJ, compared to $18 million 
(4% of revenue) for the year ended December 31, 1598. The increase is 

primarily the result of caste incurred in connection with the development of 
the Global Network Operations Center, expansion of the Global Crossing Network 
and the expenses- of acquired companies. 

Sales and marketing. Sales and marketing costs for the year ended December 

e.' - 

31, 1999 were $149 million (9% of revenue), compared to $26 million 16% of 
revenuei for the year ended December 31, 1958. The increase is primarily 
attributable to additions in headcount, occupancy coete, plus marketing caste. 
commissions paid and other promotional expenses to support the Company's rapid 
growth and the expenses of acquired companies. 
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Network development. Network development costS for the year ended December 
0 31. 1999 were $26 million (2% of revenue), compared to $11 million (3% of 

revenue) for the year ended December 31, 1958. The increase is primarily 
attributable to the additional salaries, employee benefits, travel and 
professional fees associated with the construction of the Global Crossing 
Network. 

General and administrative. General end administrative expenses for the year 
ended December 31, 1959 were $210 million (13% of revenue), compared to 526 
million (6% of revenue) for the year ended necember 31, 1598. Such charges are 
comprised principally of salaries, employee benefits end recruiting fees 
reflecting the Company's staffing for multiple systems, travel, professional 
fees, insurance costS end occupancy co&S. The increase in general end 
administrative expenses is primarily attributable to the Frontier merger end 
the acquisitions of Global Marine SyStems and Racal Telecom. 

Stock related expense. Stock related expenses for the year ended December 
31, 1955 were $51 million (3% of revenue), which increased by $12 million from 
$39 million (9% of revenue) for the year ended December 31, 1998. The increase 
is due to the addition of employees granted in-the-money options. 

Depreciation and amortization. Depreciation and amortization for the year 
ended December 31, 1559 was $124 million (8% as a percentage of revenue), 
compared to $.54 million for the year ended December 31, 1998. This increase 
was driven by charges from the newly acquired companies end depreciation of 
subsea systems as of October 1, 1955. 

Goodwill amortization. Goodwill amortization for the year ended December 31, 
1999 of $128 million (8% of revenue) resulted from the Company's merger with 
Frontier and acquisitions of Global Marine Systems and Racal Telecom during 
the year ended December 31, 1599. There was no goodwill amortization for the 
year ended December 31, 1998. 

0 

Operating loss. The Company incurred an operating loss for the year ended 
December 31, 1955 of $7 million, compared to a loss of $20 million (5% of 
revenue) far the year ended December 31, 1998. 

Interest income and IntereSt expense. IntereSt income for the year ended 
December 31, 1955 was $67 million, compared to $30 million for the year ended 
December 31. 1998. The increase is due to earnings on investments of funds 
from financings and operations for the year ended December 31 1559. Interest 
expense for the year ended December 31. 1959 was $139 million, compared to $43 
million for the year ended December 31, 1558, due to the merger with Frontier 
and the acquisitions of Global Marine Systems and Race1 Telecom and increases 
in debt outstanding to support capital spending. 

Other income, net. Other income. net for the year ended December 31, 1999 
resulted primarily from a $210 million payment by US West, Inc. in connection 
with the termination of its merger agreement with the Company, less related 
expenses. 

Provision for income taxes. The income tax provision of $127 million and $33 
million for the years ended December 31, 1599 and 1998, respectively, provide 
for taxes on profits earned from telecommunications services, installation and 
maintenance services, ILK services and other income where subsidiaries of the 
Company have a presence in taxable jwisdictions. 

Extraordinary loss from retirement of debt. Extraordinary loss from 
retirement of debt of $46 million for the year ended December 31, 1955 
compared to $20 million for the year ended December 31, 155B. During 1999, we 
recognized an extraordinary loss of $15 million in connection with the 
prepayment of existing debt in connection with the issuance of our $3 billion 
Senior-Secured Credit Facility and an additional $31 million for the early 
extinguishment of $2 billion, in principal value, undetr the Senior Secured 
Credit Facility. During 1558, we recognized an extraqrdinary loss of $20 
million in connection with the repurchase of GTX'S outstanding senior notes 

l -’ PGTH Senior Notes"), comprising a premium of $10 millionand a write-off Of 
$10 million of unamortized deferred financing costs. 
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Cumulative effect of change in accounting principle. The Company adopted 

Statement of Position 98-5 (SOP 98-51, "Reporting on the Cost of Start-Up 
Activities." issued by the American Institute of Certified Public Accountants. 
during the year ended December 31, 1599. SOP 98-5 requires that certain start- 
up expenditures previously capitalized during system development must now be 
expensed. The Company incurred a one-time charge during the first quarter of 
$15 million, net of tax benefit, that represents start-up Costs incurred and 
capitalized during previous periods. 

Net loss. During the year ended December 31, 1559, the Company reported a 
net loss of $71 million compared to a net loss of $88 million for the prior 
year. 

Net loss applicable to common shareholders. During the years ended December 
31, 1999 and 1998, the Company reported a net loss applicable to common 
shareholders of $138 million and $135 million, respectively. 

Adjusted EBITDA. Adjusted EBITDA of $708 million in 1999 increased 94% from 
$365 million for the year ended December 31, 1558. The increase is primarily 
due to the inclusion of Frontier. Global Marine Systems and Racal as well as 
growth from our existing businesses for the year ended December 31, 1599. 
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This section of Mar~agement~s Discussion and Analysis of Financial Condition 
and Results of Operations focuses on pro forma information for the periods 
covered giving effect to the acquisitions from the beginning of each period. 
The Company's management believes that the pro forma results provide the most 
meaningful comparability among periods presented. since historical results 
reflect full-company operations only after the close of the Frontier merger 
and the acquisitions of Racal Telecom and Global Marine Systems. However. the 
pro forma data are not necessarily indicative of the resulrs that would have 
been achieved bad such transactions actually occurred at the beginning of each 
period. nor are they necessarily indicative of the Company's future results. 

The following reflects the pro form results of operations for the years 
ended December 31, 1999 and 1998. 

For the year ended 
December 31, 

1999 1998 

(In thousands) 

REVENUE : 
Telecommunications services ......................... 
Installation and maintenance services ................ 
Incumbent local exchange carrier services ............ 
Corporate and other .................................. 

EXPENSES : 
Operating, selling, general and administrative ....... 
Stock related expense ................................ 

Termination of Advisory Services Agreement ........... 

Interest income ...................................... 
Interest expense ..................................... 
Other income, net .................................... 

LOSS BEFORE PROVISION FOR nJCOME TAXES, EXTRAcmDIN?.RY 
ITEM AND CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING 
PRINC~PLE............................................. 

Provision for income E~x~s........................... 

LOSS BE!?OR3 EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF 
CHANGE IN ACCO!mTING PRINCIPLE........................ 

Preferred stock dividends ._._....................... 

LOSS APPLICABLE TO COMMON SHAREHOLDERS BEFORE 
EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF CHANGE IN 
ACCOLlNTING PRINCIPLE.................................. 

Adjusted EBITDA.~............................. 

$3.071.553 $2,591,066 
334,153 322,017 
729,231 701.935 

4,960 28.503 
__ ___------_ 

4.139.897 3,643,521 
_________. ..-.------ 

3,433.024 2.807.671 
51,306 39,374 

363,427 262.847 
506,928 506,928 

__ 139,669 
______.... _______._. 

4.354.685 3,756,489 
__ __-_----__ 

1214,788) (112,968) 
(747) (21,180) 

(1,338) __ 

76,528 42,877 
(345,956) l283,9841 
178,931 23,641 

_________. .--------- 

$ l554,715~ $ (513,063) 
_______--= -______E== 
$1,150,644 $1,071,969 
i=3======= ====E===== 
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pro forma revenue--Telecommunications services. pro forma revenue for the 

telecommunications services segment for the years ended December 31, 1999 and 
1998 resulted from sales of the following products: 

For the year ended 
December 31, 

PROD"CT REVENUE : 

1999 1998 
_----_____. .---------- 

(In thousands, except 
minutes 1 

Switched Voice...........,,,..,...................... $ 1,386,124 $ 1,416,088 
CLEC (Local and LD).................................. 223,021 153,109 

__- _-____..... 
Total Business Voice Products...................... 1,609,145 1,569,197 

Data................................................. 1,274,689 782,087 
Consumer long distance............................... 187.719 239,782 

___----____ _--------_- 
TOTAL PROD"CT R~NUE.................................. $ 3.071.553 $ 2.591.066" 

M~NUTES................................................ 20.472.178 14,481,697 
-- _____------ ____-___--- 

In North America, data products continued to grow at triple digit rates-- 
data product revenue (primarily private line) from telecommunication carrier 
customers grew 588% for the full year. Frame relay revenue, sales from 
dedicated internet and web hosting revenue increased 304%, 159% and 187%. 
respectively, over the prior year. Competitive Local Exchange Carrier (CLEC) 
revenue increased 46% year-on-year. 

Revenue from telecommunication commercial customers increased to $1.27 
billion for the year ended December 31, 1999 from $1.26 billion for the year 
ended December 31. 1998. Revenue from telecommunication consumer custcmers 
fell to $188 million for the year ended December 31, 1999 from $240 million 
for the year ended December 31, 1998. Revenue from telecommunication carrier 
customers experienced a 48% increase in revenue year-on-year, from $1.09 
billion to $1.61 billion, driven by strong growth in international city to 
city circuit activations and an 87% increase in wholesale minutes sold On a 
year-on-year basis. 

Pro form revenue--Installation and maintenance services. Pro forma revenue 
increased by 4% year-on-year, despite delays in the installation of TAT-14 and 
U.S.-Japan cables, which had been scheduled for installation during the fourth 
quarter of 1999. Global Marine Systems added three ships to their fleet during 
the year to service the Company's growth in subsea cable installations. 
Revenue from maintenance increased from $117 million to $139 million, while 
revenue from installation decreased from $205 million to $195 million. 

Pro forma revenue--ILK services. The following table provides supplemental 
pro forma detail for the ILEC segment: 

December 
31, 

___--______ 
1999 1996 
____ - - ____ 

(Ill 
thousands) 

ACCESS LINES : 
Commercial........................................................ 335 327 
consumer.......................................................... 737 718 

__--- ____. 
TOTAL ACCESS LINPS...........................................,...... 1,072 1,045 

===== ===z= 

The ZLEC segment continued to exceed service metrics required by the New 
York State Public Service Commission. Revenue increased by.4% year-on-year. 
Market deployment of the consumer ADSL product, Lightning Link, was initiated 
in selected markets in the fourth quarter. 

a-- - 

- 
Operating, selling, general and administrative. Operating, selling, general 

and administrative expenses of $3,433 million for the year ended December 31, 
1999 increased by 22% from $2,808 million for the year ended December 31, 
1998. This change resulted from costs of new systems being activated. cost of 
sales relating to increased revenues, occupancy costs. marketing oosts. 
conrmissions paid and overall Company growth and staffing for multiple systems 
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Non-cash cost of undersea capacity sold, included in operating, selling. 
general and administrative expenses. was $292 million and $141 million during 
the years ended December 31, 1999 and 1998, respectively. For 1998 and the 
first nine months of 1999, the Company calculated costs of undersea capacity 
sold based on the ratio of the period's actual revenue to total expected 
future revenues given a minimum projected sales capacity multiplied by the 
construction cost of the system. Beginning in the fourth quarter of 1999, the 
Company began to depreciate the undersea capacity and calculate cost of sales 
based on the estimated net book value of the circuit at the time of sale. 

Stack related expense. Stock related expense of $51 million for the year 
ended December 31, 1999, increased 30% from $39 million for the year ended 
December 31, 1998 as a result of additional stock options issued below fair 
market value. 

Depreciation and amortization.~ Depreciation and amortization of $363 million 
for the year ended December 31, 1999 increased 38% from $263 million for the 
year end&December 31, 1998. This increase was primarily due to the 
depreciation of subsea and terrestrial systems during 1999. 

Operating loss. The Company incurred an operating loss for the year ended 
December 31, 1999 of $215 million compared co a loss of $113 million for the 
year ended December 31, 1998. 

Equity in lass of affiliates. Equity in loss of affiliates of $0.7 million 
for the year ended December 31, 1949 compared to a loss of $21 million for the 
year ended December 31, 1998. The decrease in the net loss is primarily due to 
sales of capacity on certain segments of PC-1 which became available for sale 
in 1999. 

Interest income and Interest expense. Interest income of $77 million for the 
year ended December 31, 1999 compared to $43 million for the year ended 
December 31, 1998, due to earnings on investments of additional funds from 
financings and operations during the year ended December 31, 1999. Interest 
expense of $346 million for the year ended December 31, 1999 compared to 
interest expense of $284 million for the year ended December 31, 1998, due to 
the merger with Frontier and the acquisition of Global Marine Systems and 
Raw.1 Telecom and increases in debt outstanding to support capital spending. 

Other income, net. Other income of $179 million for the year ended December 
31, 1999 compared to $24 million for the year ended December 31. 1998. The 
increase is primarily a result of the receipt of a $210 million payment by US 
West, Inc. in connection with the termination of its merger agreement with the 
Company. less related expenses. 

Provision for income taxes. The income tax provision of $155 million and 
$123 million for the years ended December 31, 1999 and 1998, respectively, 
provides for taxes on profits earned from telecomnvnications services, 
installation and maintenance, ILK Services and orher income where 
subsidiaries of the Company have a presence in taxable jurisdictions. 

Preferred stock dividends. Preferred stock dividends of $92 million for the 
year ended December 31, 1999 compared to $38 million in 1998. The increase was 
attributable to payment of dividends on $1.5 billion of preferred shares 
issued during the year ended December 31, 1999. 

Adjusted EBIT'DA. Adjusted EBITDA~of $1,151 million for the years ended 
December 31, 1999 increased 7% from $1,072 in 199B. The increase was primarily 
due to increased capacity sales and other data products, partially off-set by 
the Company's increased spending to augment its sales force, add network and 
web hosting capacity, add to its fleet of installation and maintenance 
vessels, activate new fiber optic systems, and consummate and integrate its 
acquisitions. 
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Historical Results of Operations for the year Ended December 31, 1998 and the 
Period from March 19, 1997 (Date of Inception) to December 31, 1997 

Revenue. During the year ended December 31, 1998, the Company executed firm 
commitments to sell capacity on our systems plus the sale of dark fiber on PEC 
totaling $911 million. Of this amount. the Company recognized revenue of $410 
million on sales of capacity relating to AC-I for the year ended December 31, 
1998, in addition to revenue from operations and maintenance services of $6 
million. 

Cost of sales. For the year ended December 31, 1998, the Company recognized 
$178 million in cost of capacity sold, resulting in a gross margin on capacity 
sales of 57%. Cost of capacity sold for the year ended December 31, 1998 also 
includes $38 million relating to terresrrial capacity sold which the C0mpar.y 
had purchased from third parties. The Company calculated undersea cost of 
capacity sold for AC-1 based on the ratio of the period's actual revenue to 
total expected revenue. assuming minimum projected sales capacity of 512 
circuits, multiplied by the construction cost of the system. This calculation 
of cost of sales matches costs with the relative value of each sale. There 
were no sales or related costs recognized during the period from March 19. 
1997 (Date of Inception) to December 31, 1997. as the Company was in OUT 
development stage. 

Operations, administration and maintenance POA&M"). The Company incurred 
DA&M costs of $18 million during the year ended December 31, 1998. The Company 
entered into an agreement with TSSL relating to operations. admitiistration and 
maintenance of AC-l, which limits our total OA&M expense for the system. The 
Company anticipates that our OA&M costs will be largely recovered through 
charges to our customers under the terms of CPAs. There were no OA&M costs 
during the period from March 19, 1997 (Date of Inception) to December 31, 
1997. as the Company was in its development stage. 

Sales and marketing. During the year ended December 31, 1998. the Company 
incurred sales and marketing expenses of $26 million. including selling 
commissions of $20 million incurred on capacity sales recognized during this 
period. During the period from March 19. 1997 (Date of Inception) to December 
31, 1997. the Company incurred sales and marketing costs of approximately $1 
million. The increase from 1997 was due fo additions in personnel and 
occupancy costs. plus marketing. commissions paid and other promotional 
expenses to support our rapid growth. 

Network development. The Company incurred network development costs during 
the year ended December 31, 1998 of $11 million relating to the development of 
systems. During the period from March 19, 1997 (Date of Inception) to December 
31, 1997. these costs were $0.1 million. The increase from 1997 was due to 
additional personnel, and costs to explore new projects. 

General and administrative. General and administrative expenses totaled $26 
million during the year ended December 31, 1998 and were comprised principally 
of salaries, employee benefits and recruiting fees for staffing of multiple 
systems, travel. insurance costs and rent expens&s, plus depreciation and 
amortization. During the period from March 19, 1997 (Date of Inception) to 
December 31, 1997. we incurred general and administrative costs of $2 million. 

Termination of Advisory Services Agreement with PCG Telecom Services LLC. In 
connection with the development and construction of AC-l. the Company entered 
into an Advisory Services Agreement with PCG Telecom Services LLC, an 
affiliate. providing for the payment by us of an advisory fee of 2% of the 
gross revenue of ACL over a 25 year term. our Board of Directors also approved 
similar advisory fees and authorized us to enter into similar agreements with 
respect to other cable systems under development by us. The Company has 
acquired the rights of the persons entitled to the fees payable under these 
agreements in consideration for the issuance to such persons of shares of our 

~' common stock. which had at the time of issuance an aggregate value of $135 
million. and the cancellation of approximately $3 million owed to us under a 
related advance agreement. In addition, the Company recognized approximately 
$2 million of adyisory fees incurred prior to terrnin+tion of the contract. 
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Stock related expense. Through December 31, 1998, the Company recorded as a 

charge to paid-in capital $94 million of unearned compensation relating to 

l awards under our stock incentive plan plus the grant of certain economic 
rights and options to purchase common stock granted to a senior executive. The 
unearned compensation is being recognized as an expense over the vesting 
period of these options and economic rights. 

For the year ended December 31, 1998. the Company recognized as an expense 
$31 million of stock related compensation relating to our stock incentive plan 
and $6 million for the vested economic rights to purchase common stock and $2 
million in respect of shares of common stock issued during the year. The 
remaining $57 million of unearned coiFpensation will be recognized as follows: 
$28 million in 1999, $21 million in 2000 end $8 million in 2001. Our stock 
incentive plan commenced in January 1998, and therefore no issuances were made 
during the period from March 19, 1997 Date of Inception) to December 31, 
1997. 

Equity in loss of affiliates. During 1998, the Company entered into joint 
venture agreements to construct and operate PC-1 and GAL. PC-1 is owned and 
operated by PC%. The Company has an economic interest in PCL represented by a 
50% direct voting interest and, through one of the joint venture partners, a 
further 8% economic non-voting interest. The Company has a 49% interest in 
Global Access Ltd., which operates GAL. Our equity in the loss of PC-1 for the 
year ended December 31, 1998 was $3 million. 

Interest income. The Company reported interest income of $30 million during 
the year ended December 31. 1998 and $3 million during the period from March 
19, 1997 (Date of Inception) to December 31, 1997. Such interest income 
represents earnings an cash raised from financing. the IPO, the issuance of 
the GCH Preferred Stock. operations and CPA deposits. 

Interest expense. During the year ended December 31, 1998, the Company 
incurred $93 million in interest costs, including the amortization of finance 
costs and debt discount. Of this amount. the Company capitalized to 
construction in progress interest of $50 million and expensed $43 million. 
During the period from March 19. 1997 (Date of Inception) to December 31. 

e 

1997. the Company incurred interest expense of $10 million. which was 
capitalized to construction in progress. 

Provision for income taxes. The income tax provision of $33 million for the 
year ended December 31, 1998 provides for taxes on profits earned from 
capacity sales and OA&M revenue where our subsidiaries have a presence in 
taxable jurisdictions. During the period from March 19, 1997 (Date of 
Inception) to December 31, 1997, the Company incurred operating losses, which 
relate to non-taxable jurisdictions and therefore cannot be applied against 
future taxable earnings. Accordingly. no tax provision or deferred tax benefit 
was recorded as of December 31, 1997. 

Extraordinary item. During May 1998. the Company recognized an extraordinary 
loss of $20 million in connection with the repurchase of GTA's outstanding 
senior notes PGTH Senior Notes") , comprising a premium of $10 million and a 
write-off of $10 million of unamortized deferred financing costs. 

Net loss. The Company incurred a net loss of $88 million for the year ended 
December 31, 1998, compared to a net loss of $0.2 million in the period from 
March 19. 1997 (Date of Inception) to December 31, 1997. The net loos for the 
year ended December 31, 1998 reflects an extraordinary loss on retirement of 
the GTH Senior Notes of $20 million and a non-recurring charge of $140 million 
relating to the termination of the,Advisory Services Agreement. 0.x net income 
before these items was $72 million. 

Preferred stock dividends. During the year ended December 31, 1998, the 
Company recorded preferred stock dividends of approximately $13 million. 
Preferred stock dividends for the period from March 19. 1997 (Date of 
mcepc+l, to December 31, 1997 were $13 million. Of the $13 million recorded 
in 1998. $4 million relates to the GCH Preferred Stock-.issued during December 
1998. 

Redemption of preferred stock. The redemption of GTH's obitstanding preferred 
stock ("GTH Preferred Stock") occurred in June 1998 and resulted in a $34 
million charge against equity. This amount was comprised 
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of a $16 million redemption premium and a write-off of $18 million of 
unamortized discount and issuance costs. TIE redemption premium and write-off 
of unamortized discount and issuance costs are treated as a deduction to 
arrive at net loss applicable to common shareholders in the consolidated 
statements of operations. 

Net loss applicable to common shareholders. luring the year ended December 
31, 1948. the Company reported a net loss applicable to common shareholders Of 
$135 million. This loss reflects preferred stock dividends of $13 million and 
the redemption cost of GTH Preferred Stock of $34 million. During the period 
from March 19, 1997 (Date of Inception) to December 31, 1997, the Company 
incurred a net loss applicable to common shareholders of $13 million after GTH 
Preferred Stack dividends of $13 million. 

Liquidity and Capital Resources 

on December 15, 1999, Global Crossing issued $650 million aggregate 
liquidation preference of 7% cumulative convertible preferred stock. The 
preferred stock is convertible into common stock of Global Crossing based upon 
a conversion price of $53.25 per share. 

on November 24. 1999. the Company entered into a GBP 675 million 
(approximately $1,091 million as of December 31, 1999) credit facility to 
finance the acquisition of Racal Telecom. As of December 31, 1999, the Company 
had an outstanding balance of $646 million under the Pacal Term Loan A. 

cm November 12, 1999. Global Crossing Holdings Ltd. issued $1.1 billion in 
aggregate principal amount of its 9 l/2% Senior Notes Due 2009, and $0.9 
billion in aggregate principal amount of its 9 l/8% Senior Notes Due 2006. The 
proceeds were partially used to pay down the term loans under the Company's 
Corporate Credit Facility. 

on Noven!ber 5, 1999, Global Crossing issued $1.0 billion aggregate 
liquidation preference of 6 3/B% cumulative convertible preferred stock. The 
preferred stock is convertible into common stock of Global Crossing based upon 
a conversion price of $45.00 per share. 

cm July 2. 1999, Global Crossing entered into a $3 billion senior secured 
corporate credit facility with a group of several lenders and The Chase 
Manhattan Bank as administrative agent. The initial proceeds under the 
facility were used to refinance outstanding balances under the AC-1 and MAC 
project finance facilities. to refinance balances under a vendor financing 
arrangement with Lucent, to refinance debt used for the purchase of the Global 
Marine business from Cable and Wireless and for general corporate purposes. AS 
Of December 31, 1999, the Company had a remaining available balance of $308 
million under the senior secured corporate credit facility. In connection with 
the issuance of the Senior Notes Due 2006 and the Senior Notes Due 2009, a 
portion of the proceeds were used to pay down the term loans under the 
Corporate Credit Facility. 

Global Crossing initially financed the approximately $908 million Global 
Marine Systems acquisition, which was completed in July 1994, with 
approximately $600 million in committed bank financing and the remainder with 
cash on hand. This initial indebtedness was refinanced through borrowings 
under Global Crossing's senior secured corporate credit facility. 

After giving effect to the financings listed above, as of December 31, 1999, 
the Company had $1,865 million of both restricted and unrestricted cash and 
cash equivalents. As of December 31, 1999, the Company had $8,051 million of 
total liabilities, including $5,056 million in senior indebtedness. of which 
$1,295 million was secured. AS of such date, Global Crossing Ltd. additionally 
had outstanding cumulative convertible preferred stock with a face value of 
$1,650 million. Our subsidiary, Global Crossing Holdings, also has mandatorily 
redeemable preferred stock outstanding with a face value of $500 million. In 
addition, our unconsolidated Pacific Crossing joint venture entered into an 
$850 million non-recourse credit facility, under which-.it had incurred $750 
million of indebtedness as of December 31, 1999. 

l -- Global Crossing estimates the remaining total cost of developing and 
deploying the announced systems on the Global Crossing Network co be 
approximately $5 billion, excluding costs of potential future upgrades and 
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the amounts capitalized with respect to warrante issued in exchange for the 
rights to construct MAC end PAC. Financing to complete the Global Crossing 
Network is expected to be obtained from common stock, preferred stock, bank 
financing or through other corporate financing. Some of this financing is 
expected to be incurred by wholly-owned subsidiaries or joint venture 
companies, es well es by GCL. 

The Company has extended limited amounted of financing to customers in 
connection with certain capacity sales. The financing terme provide for 
installment payments of up to four years. The Company believes that its 
extension of financing to its cuetomere will not have a material effect on the 
Company's liquidity. 

Cash provided by operating activities was $506 million and $209 million for 
the years ended December 31, 1999 end 1998, respectively. The balances 
principally represent cash received from capacity sales, and interest income 
received, less sales and marketing, network development, general end 
administrative and interest expenses paid. 

Cash used in investing activities was $4,010 million and $431 million for 
the years ended December 31, 1999 end 1998, respectively, and represents cash 
paid for construction in progress, acquisitions (net of cash acquired), 
purchases of property. plant and equipment and cash investments in affiliates. 

Cash provided by financing activities was $4,331 million for the year ended 
Dece*er 31, 1999 and primarily represents borrowings under the senior secured 
corporate facility, issuance of senior notee and proceeds from the issuance of 
preferred stock, partially offset by repayments of borrowings under long term 
debt. Cash provided by financing activities was $1,027 million for the year 
ended December 31, 1998 end primarily relates to proceeds from borrowings 
under the AC-1 and MAC Credit Facilities, proceeds from the issuance of GCR 
Senior Notes, the GM Preferred Stock end our IPO, less amounts paid for 
finance and organization wete. the issuance of common preferred stock, the 
repayment of long term debt, the redemption of the GTH Preferred Stock, the 
retirement of the GTH Senior Notee and the increase in amounts held in 
restricted cash end cash equivalents. 

Global Crossing has a substantial amount of indebtedness. Based upon the 
current level of operations, management believes that the Company's cash flows 
from operations, together with available borrowings under its credit facility, 
end its continued ability to raise capital, will be adequate to meet the 
Company's anticipated requirements for working capital, capital expenditures, 
acquisitions and other discretionary investments, interest payments and 
scheduled principal payments for the foreseeable future. There can be no 
assurance, however, that the Company's business will continue fo generate cash 
flow et or above current levels or that currently anticipated improvements 
will be achieved. If the Company is unable to generate sufficient cash flow 
end raise capital to service the Company's debt, the Company may be required 
to reduce capital expenditures, refinance all or a portion of its existing 
debt or obtain additional financing. 

Inflation 

Management does not believe that its business is impacted by inflation to a 
significantly different extent than the general economy. 

Year 2000 Compliance 

Prior to December 31, 1999, the Company took all actions that it believed to 
be necessary to insure that its business operations would be Year 2000 ("Y2K") 
compliant. In particular, the Company established a YZK compliance task force. 
reviewed the status of the Company's systems, submitted informetion requests 
to third party service providers, received aeeurancee regarding YZK compliance 
from its major suppliers end developed contingency plans to address any 
potent&al YZK compliance failure. The Company expended apprwimately $40 
million on a pro forma basis through December 31, 5999.-on its Y2K readiness 
efforts, principally relating to remediation efforts made in the businesses 
operated by Frontier Corporation. 

Copyrighr 2000 EDGAR Online. Izc. (ver 1.01/2.003) Page 42 



GLOBAL CROSSING LTD -10-K -Annual Repon Date Filed: 3/I 712000 
The Company did not experience any significant malfunctions or errors in its 

* 

operating or business systems when the date changed from 1999 to 2000. Based 
on operations since January 1, 2000. the Company does not expect any 
significant impact to its ongoing business as a result of the YZK issue. In 
addition. the Company is not aware of any significant 'OK issues or problems 
that may have arisen for its significant customers and suppliers. 

on January 1. 1999, a single currency called the Eux-o was introduced in 
Europe. Eleven of the fifteen member countries of the European Union agreed to 
adopt the Euro as their commoa legal currency on that date. Fixed conversion 
rates between these countriesr existing currencies (legacy currencies) and the 
Euro were established as of that date. The legacy currencies axe scheduled to 
remain legal tender in these participating countries between January 1. 1999 
and January 1. 2002 (not later than July 1. 20021. During this transition 
period. parties may settle transactions using either the Euro or a 
participating country's legacy currency.' 

Transition to the Euro creates a number of issues for the Company. Business 
issues that must be addressed include product pricing policies and ensuring 
the continuity of business and financial contracts. Finance and accounting 
issues include the conversion of bank accounts and other treasury and cash 
management activities. The Company has not yet set conversion dates for 
certain of its accounting systems. statutory reporting and tax books, but will 
do so during 2000. The financial institutions with which the Company has 
relationships have transitioned to the Euro successfully and are issuing 
statements in dual currencies. 

The Company continues to address these transition issues and does not expect 
the transition to the Euro to have a material effect on the results of 
operations or financial condition of the Company. The Company does not expect 
the cost of system modifications to be material and the Company will continue 
to evaluate the impact of the Euro conversion. 
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ITEM -IA. Q”ANTITATmE AND QUAtITATI”E DISCLOSURES ABOUT MARKET RISK 
Interest Rate Risk 

The table below provides information about our market sensitive financial 
instruments and constitutes a "forward-looking statement." Our major market 
risk exposure is changing interest rates. Our policy is to manage interest 
rates through use of a combination of fixed and floating rate debt. Interest 
rate swaps may be used to adjust interest rate exposures when appropriate, 
based upon market conditions, and the Company does not engage in such 
transactions for speculative purposes. 

*sir "al"= 

raLes--iixcd.......... -- 8.9% 1,s 
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11) The interest rate is US dollar LIEOR + 2.25% which was 8.43 as of December 
31, 1999. 

(2) The interest rate is British pound LIBOR + 2.5% which was 8.4% as of 
December 31, 1999. 

(31 The interest rate is fixed at 6.0% until October 2003. At that time, the 
remarketing dealer (J.P. Morgan) has the option to remarket the notes at 
prevailing interest rates or tender the notes fox redemption. 

(4) Includes $58,557 of fixed rate debt with interest rates ranging from 2.0% 
to 9.0%. $48,460 of floating rate debt with an interest rate of British 
pound LABOR + 2.5%. which was 8.4% as of December 31, 1999. 

15) The interest rate is US dollar LIBOR c 1.26%. which is set in arrears. 

Foreign Currency Risk 
For those subsidiaries using the U.S. dollar as their functional currency. 

translation adjustments are recorded in the accompanying condensed 
consolidated statements of operations. None of the Company's translation 
adjustments were material as of and for the years ended December 31, 1999 and 
1998. 

For those subsidiaries not using the U.S. Dollar as their functional 
currency, assets and liabilities are translated at exchange rates in effect at 
the balance sheet date and income and expense accounts at average exchange 
rates during the period. Resulting translation adjustments are recorded 
directly to a separate component of shareholders' equity. As of and for the 
year ended December 31, 1999, the Company incurred a foreign currency 
translation adjustment of $21 million. For the year ended December 31. 1998. 
the translation adjustments were immaterial. 

Foreign currency forward transactions are used by the Company to hedge 
exrxxure to fareion currency cvcbanoe rate fluctuations. The hlro was the 
principal currency hedged by the Company. Changes in the value of forward 
foreign exchange contracts, which are designated as hedges of foreign cure :ncy 
denominated assets and liabilities, are classified in the same manner as 
changes in the underlying assets and liabilities. 
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ITEM 8. FINANCIAL STATEMENTS RND SUPPLEMENTARY DATA 

Date Filed: 3/l 7/2000 

See the index included on page F-l, Index to Consolidated Financial 
Statements and Schedule. 

ITEM 9. CHANGES IN AND DISAGREBMENTS WITH ACCOUNTANTS ON ACCOUNTING ANI2 
FINANCIAL DISCLOSURE 

None. 
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